Internet pathways for stakeholder engagement and accountability: universities in the United Kingdom and their donors by Ngan, Susan et al.
Electronic copy available at: http://ssrn.com/abstract=1151650
 1 
 
Internet pathways for stakeholder engagement and accountability: 
universities in the United Kingdom and their donors. 
 
Susan Ngan,  of the Open Polytechnic of New Zealand, Private Bag Lower Hutt, New 
Zealand, in 2008 
Carolyn Cordery, Victoria University of Wellington 
Rachel Baskerville, Victoria University of Wellington 
This paper was presented in July 2008 to the Accounting and Finance Association of 
Australia and New Zealand Annual Conference in Sydney, Australia.  
Acknowledgments: We acknowledge Professor Geoffrey Whittington, University of 
Cambridge, for his support and contribution. 
 
ABSTRACT  
 
Universities world-wide experiencing reducing government financial support are seeking to 
satisfy financial shortfalls through alternative funding such as that from private contributors 
(especially alumni). When private corporations search for new funding streams, they turn to 
the internet, however the unregulated nature of internet reporting has brought calls for higher 
standards in internet reporting practices (e.g. IASC, 1999). Little is known about the use or 
quality of internet financial reporting by universities to attract private contributions or to 
account for the stewardship to current contributors.  
The present research examined universities’ current reporting practices, in order to 
understand more fully how contextual factors in the tertiary sector impact the availability and 
quality of universities’ internet reporting. The research shows that the ease of accessibility of 
financial information on universities’ websites is related to generic characteristics, such as 
the age and the financial status of universities. As well, quality of this unregulated internet 
financial varies widely.   
The research expands on the relevant issues emerging from this unregulated environment 
and highlights gaps that exist between stakeholder’s expectations and current internet 
practice. This study recommends improvements in the standard and quality of reporting in 
order for universities to discharge their accountability. 
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Introduction 
The internet has been used by private corporations and privately-funded universities for 
some time to disclose accountability to their current and prospective stakeholders. Whilst 
Debreceny, Gray and Rahman (2002) and Lodhia, Allam and Lynmer (2004) reviewed the 
use of the internet to report to corporation’s shareholders. The recent study by Pina et al. 
(2007) provided an insight into the use of internet communications at a sub-government level 
in the EU, finding few web sites to encourage citizen dialogue.  Instead, most were used for 
dissemination of information. There has been similarly little research into universities’ use of 
internet financial reporting (IFR).  
However universities’ dependence on stakeholders has increased as, worldwide, their 
funding structures have changed. For example, in the last fifteen years, United Kingdom 
(UK) universities have experienced cuts of up to forty percent in government funding, 
forcing a reliance on private contributors (including alumni and research contracts) to meet 
any financial shortfall (Conlin, 2006).  
Profit-oriented corporations have found the internet a useful communication mechanism to 
investors (Craig, Garrott and Armenic, 2001) and this technology may assist universities in 
communicating with private contributors subsequent to an emphasis away from government 
funding. The present research examined current reporting of UK universities in order to 
understand more fully how contextual factors in the tertiary sector impact the availability and 
quality of universities’ internet reporting practices. UK universities are sizeable 
organizations, many with a turnover in excess of ₤100 million per annum, more than 2,000 
staff and 20,000 students (Jones and O’Shea, 2004).  
It is shown in this study that UK universities’ financial positions affect the discourse of 
accountability with private financial contributors via the internet. The availability of 
alternative funding streams seems to be affected by a university’s history (as older 
institutions may have wealthier contributors than younger universities); online accountability 
 3 
reports of UK universities are also influenced by differences in the timing and purpose of 
their origins as institutions of higher education. 
This paper briefly reviews the changes to UK tertiary institutions’ funding and structures, in 
order to show the imperative for universities to report more fully to external stakeholders. 
The research methods are outlined before the results are presented and discussed.  
1. Literature Review: Change in Tertiary Institutions 
1.1. Higher Education White Paper 1987 
In England in 1987 the Government’s Department of Education and Science (DES) issued a 
White Paper, Higher Education: Meeting the Challenge, to address two key issues: a desire 
to increase the numbers of students accessing higher education, and a perceived weakness in 
the management and structure of the systems employed by mainly non-universities 
(polytechnics and colleges) that meant the costs per student in tertiary institutions was one of 
the highest in the developed world (DES, 1987).  
The intent of the White Paper was to transfer the 29 polytechnics and 346 other colleges 
from the control of the local education authorities and require them to incorporate and 
establish a governance structure, including a board with stakeholder representatives. 
Consequent upon the passing of the Further and Higher Education Act 1992 (for England 
and Wales) many of these institutions were awarded university status, becoming known as 
‘Plate Glass’ or ‘Modern’ universities (Middlehurst, 2004). (Universities which gained their 
university status between 1850 and World War II are now generally referred to as ‘Red 
Brick’, in comparison to the ‘Ancient’ universities in Oxford and Cambridge. For the 
purposes of this paper, they will be termed “Established” although this is only a label to 
distinguish them from the more recently established Universities, described as ‘Modern’).1 
Although the reforms required universities to achieve government aims of increased student 
access to higher education, no new funding was provided. Universities were expected to 
                                               
1
 Any significance in the use of these terms other than to establish a dichotomy is unintended 
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reduce entry criteria, meet performance measures in respect of ethnicity of students, restrict 
student fee increases and were encouraged to seek contract funding from alternative non-
government sources (DES, 1987). These requirements in themselves caused concern that 
academic standards would reduce (Vidovich and Slee, 2001), an effect experienced in other 
countries following similar higher educational reforms (Ischinger, 2006).  
Further, following the UK Government’s NPM reform style, there was a shift towards the 
implementation of both performance measurement indicators and accountability (Cave, 
Kogan and Hanney, 1989). Prior to the NPM reforms, universities had enjoyed considerable 
freedom and control over the distribution of funding derived from the government (Sizer and 
Howells, 2000), but now the White Paper required greater accountability in the use of public 
funds through new funding structures. The Higher Education Funding Council England 
(HEFCE) (2005) notes that formal financial memorandums established contractual 
obligations between the public funder and each university. Contractual remedies could 
address the perceived abuse of public funding by universities (Sizer and Howells, 2000) and, 
to achieve ‘efficiency and effectiveness’, standardized performance measures (both financial 
and non-financial) were implemented by government as a measure of indirect control 
(Anderson, 2006; Ameen, 2003).  
These measures included the quality control of student assessments, academic benchmarking 
through a Research Assessment Exercise (RAE), and cost controls (or cutting) to achieve 
financial targets (Anderson, 2006).  The recent study by Stiles (2002) of the policy 
implications of the HEFCE funding methods identified that student numbers continued to be 
the major driver to the allocation processes, and the HEFCE funding methods reinforces the 
differences between those institutions which were principally teaching, and those which 
were principally research focussed. 
The NPM reforms tied directly to the government’s desire to both limit the public funding 
devoted to higher education institutions and to increase student numbers, thus maximising 
university outputs. Universities were also required to maintain their existing service 
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provision and quality without additional government financial assistance, with capped 
student fees and in an environment where research outputs were also judged. Thus, a 
competitive market-driven environment between higher education providers was established 
between universities, both ‘Established’ and ‘Modern’ (Ramsden 1999). 
Government funding for UK universities has reduced by 40 percent over the past 15 years 
(Conlin, 2006), compelling universities to seek additional non-government funding. This 
situation is not unique to the UK, as Ischinger (2006) noted that other similar institutions in 
many jurisdictions under the Organization for Economic Co-operation and Development 
(OECD) also must derive a greater proportion of their resources from non-state funds.  
In addition to the motivation of the funding cuts to attract increased funding contributions 
from non-government sources, Vidovich and Slee (2001) suggest that universities 
disillusioned with government funding controls will seek to become less reliant on the 
government for funding.  
1.2. Funding by private contributions 
Indeed, up to 50 percent of the total revenues in universities are currently derived from non-
government sources including philanthropic donations (especially from alumni) (Parker, 
2002). Any reduction in fund-raising is likely to affect the performance and operation of the 
universities so that non-government revenue derived from private contributors is vital, 
especially to meet funding shortfalls for capital expenditure. For example, funding cuts in 
Oxford resulted in some academics claiming they were working in sub-standard 
accommodation, however, private donors’ contributions then funded the construction and 
completion of a new Centre for Mathematical Sciences (Anon, 2005). 
Although the UK Government does not support capital works, it encourages the private 
fund-raising of 75 qualifying universities by providing matching government grants. The 
government-funded project will provide a total of £13.2 million in matching fundraising 
grants to 27 institutions in 2006 and £2 million to match private endowments (Labi, 2006a, 
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2006b). Vice-Chancellor Eric Thomas of the University of Bristol believes that the UK has 
tended to have a culture of giving, but the culture of universities asking for funds is less well 
developed. Accordingly, non-qualifying universities may apply for government funds to 
establish fund raising centres as the UK Government seeks to promote a charitable university 
culture supported by altruistic donors (Labi, 2006a).  
‘Established’  Universities have been the most successful in the past in attracting private 
contributions. The sources of funding include church and public support; for example, 
Oxford and Cambridge, with close affiliations to the Anglican Church and a long history as 
well-respected national institutions, have traditionally been able to attract the best students 
and received broad public support, including endowment funding (Vernon, 2001). While 
‘Established’  universities may have a large number of perennial contributors, ‘Modern’ 
universities do not have the same level of perennial or high-net-worth individuals as 
contributors.  
‘Established’  universities also attract academics who are ‘prestige maximizers’ (the status 
and reputation of the individual academic being affected by the prestige and status of the 
university) rather than ‘profit maximizers’ (Ramsden, 1999), who will arguably deliver 
higher quality teaching and research outputs.  
Accordingly, ‘well-regarded’ (generally ‘Established’ ) universities appear to retain the 
ability to attract research (and matching) funds from government, non-government and 
private sources because of their high standing, compared with the ‘Modern’ universities 
which appear at times disadvantaged in these activities. This situation is exacerbated by the 
amount of attention given to the League Table rankings of the universities in the United 
Kingdom. As all universities seek funding, it is likely they will pursue strategies that will 
encourage contributions – thus there is a role for accountability. In terms of accountability, 
the governments’ primary source of financial and non-financial data used to assess and 
analyse financial performance is universities’ annual reports (HEFCE, 2005).  
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Reporting to private contributors 
1.2.1. Using the internet 
As the range of universities’ stakeholders broadens and stakeholders' expectations of speed 
and interactivity in communications increases, universities must embrace a wider range of 
mediums to be regarded as credible. The most prevalent of these is the internet.  
The creation and advancement of electronic communication, particularly the internet, is 
providing companies and universities with a new means of communicating with 
shareholders, donors and other stakeholders. The internet offers tremendous advantages over 
the traditional means of printed, posted material. Those advantages include a reduction in the 
costs of broadcasting information, the elimination of physical and geographic barriers to 
information dissemination, and the ability to circulate and share detailed and up to date 
financial and governance information at the click of a mouse. This instantaneous access 
helps to draw the audience closer to the information - if it wants it. It also means global 
electronic access is extended to a greater and wider audience, including both existing and 
future stakeholders. That audience has access to information which in the past was available 
only to professional financial advisors (Craig et al., 2001, Lodhia et al. 2004). Trabelsi and 
Labelle's (2006) study of the broadened access to financial reporting of Swedish firms with 
cross-listings abroad showed that the internet is empowering companies to connect to 
investors globally, as well as providing firms with global exposure and visibility of their 
corporate presences, at a relatively moderate cost. 
Poon and Li’s (2003) study of Hong Kong firms found that those with large net profit 
earnings were more likely to implement Internet Financial Reporting (IFR). Similarly, 
Asbaugh-Skaife, Johnstone and Warfield (1999) found firms involved in IFR ‘were larger 
and more profitable than firms not engaging in IFR’. In addition, Seetharaman, 
Subramanian, and Shyong (2005a) found that a number of organizations were also using the 
internet more interactively with, for example, audio and animated message formats.  
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Conversely, Lodhia et al. (2004) found that Australian corporations were less responsive to 
the challenges of IFR. These companies had not advanced with the technology and were less 
innovative, tending to replicate paper-based financial reports on the internet rather than 
making use of interactive technology tools and graphics. They also found that large 
Australian companies were limiting the use of the internet to financial, mandatory reporting 
or statutory obligations and were not making greater use of the internet for voluntary 
reporting of corporate activities. Although Seetharaman et al. (2005b) also found that many 
companies were reluctant to adopt IFR, they questioned whether this would affect the future 
acceptability of the internet medium for financial reporting. 
While those surveyed by Debreceny et al. (2002), believed the corporate internet presence 
was important in terms of communicating with stakeholders, the researchers concluded that 
the absence of a regulatory framework for standards of IFR may result in a lack of IFR 
consistency and transparency. This may lead to organizations voluntarily disclosing IFR 
without regard to the quality of the reporting – a matter borne out by both the International 
Accounting Standards Board (IASC) study (1999) and Lodhia et al. (2004), who found that 
in contrast to hard copy financial reporting, IFR was less accurate in terms of content and 
presentation structure. Similarly, Seetharaman et al. (2005a) found gaps in IFR when 
compared to the hard-copy versions of the annual report, including shortened versions of 
financial information, despite the lack of restrictions in the internet with respect to length and 
consequential cost considerations. Often IFR omits, for example, the accompanying notes 
and cashflow statements (IASC, 1999) and IFR may be changed without notice to those who 
have relied on it previously (Khan, 2002). 
In the Poon and Li (2003) study of IFR in the US, UK, Ireland and Hong Kong, over half of 
the firms in the survey had disclosed unaudited interim accounts on their websites, which 
they noted as a matter of concern. The IASC (1999) study of the 30 biggest corporations in 
22 countries in Europe, Asia-Pacific and North America was also concerned that audited and 
unaudited IFR were indistinguishable. Auditing of IFR can provide reassurance on the 
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validity of reporting while the reliability and usefulness of unaudited IFR for decision-
making is questionable. Organizations may send unclear messages to their financial 
contributors through unaudited IFR and are at risk of failing to discharge accountability.  
1.2.2. How might stakeholders best access IFR? 
An internet website may serve multiple purposes - including the promotion of products and 
services, as well as discharging accountability through IFR. The multiple purposes of an 
internet site, may mean that users experience difficulties in locating and accessing IFR 
(Louwers, Pasewark and Typpo, 1996; Oyelere, Laswad, and Fisher, 2003) especially if, as 
suggested by Seetharaman et al. (2005a), profit-oriented organizations give less priority to 
IFR. Encouragingly, Poon and Li (2003) studied the top 50 firms in the UK in 1997 (by 
market capitalization) and found that 96% gave high consideration to the location of IFR 
within one hyperlink from the website’s homepage.  
The decision about where to locate IFR signals the significance of stakeholder engagement 
to site visitors. Highly accessible data should be placed within two clicks of the homepage 
(Louwers et al, 1998). Yet, Poon and Li (2003), in their study of Irish publicly listed 
companies, revealed that IFR was frequently buried away from the home page in obscure 
locations, making it inaccessible.  
However, Louwers et al. (1998) found that even when IFR was located within two clicks of 
the home page, users may find IFR under such diverse sections as Corporate Overview, 
Stockholder Information, Financial Information, or News and Views. Consequently, 
Petravick (1999) called for readily identifiable titles for users of IFR.  
As there is a lack of standards for internet reporting, organizations may present unaudited 
accounts and/or hide the IFR in obscure locations; make voluntary disclosures focusing on 
the provision of good news, rather than transparency. Although the IASC called for relevant 
regulatory standards and a Code of Ethics in an attempt to improve the quality of IFR (IASC, 
1999; Seetharaman et al., 2005a; 2005b), these have not yet been promulgated. While 
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universities using the internet to discharge accountability to stakeholders may seek to 
emulate corporate intent practice, they also need to be aware of IFR quality and accessibility 
issues.  
2. Method 
The objective of this study was to collect data on the quality and accessibility of universities’ 
IFRs to understand the contextual factors that impact these elements, especially in light of an 
increased reliance on non-government funding. This research accordingly concentrated on 
publicly available information on university websites.  
2.1. Selecting Universities for Closer Study  
We elected to analyse the IFR of a non-random sample of both ‘Established’ and ‘Modern’ 
universities. The 22 universities (shown in Table 1) were selected from participants in the 
Research and Assessment Exercise (RAE) (2001) and comprised of twelve universities 
established before 1910, and ten universities established after 1992. 
Next, an online annual report was located for each university for the year ended 31st  
December 2005. Four of the initial selected universities established after 1992 were replaced 
owing to the lack of a 2005 annual report on these universities’ websites, being De Montfont 
University, University of Surrey, University of Brighton and University of Bolton. 
Table 1: Research Sample of UK Universities’ 2005 online annual reports 
‘ESTABLISHED’ UK UNIVERSITIES 
(ESTABLISHED PRIOR TO 1910) 
‘MODERN’ UK UNIVERSITIES 
(ESTABLISHED POST 1992) 
1 Cardiff University 13 Oxford Brookes University 
2 University of Edinburgh 14 Middlesex University 
3 Durham University 15  *Nottingham Trent University 
4 Imperial College of London 16  University of Central England 
5 University College London 17 University of East London 
6 King’s College London *18 University of Huddersfield 
7 University of Bristol *19 Manchester Metropolitan University 
8 University of St Andrews *20 Coventry University 
9 London School of Economics 
and Political Science 
21 University of Portsmouth 
10  University of Manchester 22 Kingston University 
11  University of Oxford  
12  Cambridge University   
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* Replacement 
2.2. Relativity of Selected Universities 
The selected universities were compared in respect of their total income, net assets and 
endowment income. Tables 2 and 3 show that the ‘Established’  universities received greater 
university incomes compared to the ‘Modern’ universities. They also had more valuable net 
assets as illustrated in Tables 4 and 5. The financial disparity is substantial. 
 
Table 2 : Net assets of ‘Established’  Universities, 31 July 2002 (Anon, 2007b) 
‘ESTABLISHED’  UNIVERSITIES  31 JULY 2002 (₤ MILLIONS) 
University of St Andrews 64 
Durham University 106 
London School of Economics and Political science 110 
Cardiff University 260 
University of Manchester 270 
University College London 331 
Imperial College of London 367 
University of Bristol 378 
King's College London 396 
University of Edinburgh 696 
University of Oxford 809 
Cambridge University  1,238 
 
Table 3: Net assets of ‘Modern’ universities, 31 July 2002 (Anon, 2007b) 
‘MODERN’ UNIVERSITIES 31 JULY 2002 (₤ MILLIONS) 
University of East London 46 
Middlesex University 75.1 
University of Huddersfield 79.6 
University of Portsmouth 83.6 
Oxford Brookes University 86.2 
Kingston University 106 
University of Central England 108 
Nottingham Trent University 117 
Coventry University 144 
Manchester Metropolitan University 176 
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Table 4 : University income of ‘Established’  universities 31 July 2002-2003 (Anon, 
2007c) 
‘ESTABLISHED’  UNIVERSITIES  31 JULY 2002-2003 (₤ 000 ) 
University of St Andrews 78,398 
London School of Economics and Political Science 121,584 
Durham University 140,191 
Cardiff University 186,993 
University of Bristol 229,613 
King's College London 327,416 
University of Edinburgh 346,854 
University of Manchester 362,968 
Imperial College of London 409,304 
University College London 457,929 
University of Oxford 457,937 
Cambridge University  464,834 
 
Table 5: University income of ‘Modern’ universities 31 July 2002-2002 (Anon, 2007c) 
‘MODERN’ UNIVERSITIES 31 JULY 2002-2003 (₤ 000 ) 
University of East London 71,380 
University of Huddersfield 74,090 
Coventry University 95,014 
Oxford Brookes University 99,217 
Kingston University 101,156 
University of Portsmouth 101,445 
University of Central England 102,846 
Nottingham Trent University 116,878 
Middlesex University 122,764 
Manchester Metropolitan University 148,270 
 
While recent government injections to stimulate private donations saw endowment income to 
the university sector grow by 24 percent between 2004 and 2005, endowments account for 
only 2 percent of British universities’ total revenue (Conlin, 2006; Labi, 2006a). As 
illustrated in Tables 6 and 7, the ‘Established’  universities received greater annual 
endowment incomes than the modern universities, suggesting that ‘Established’  universities 
have a well-established and dependable non-government source of income. 
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Table 6: Endowment income of ‘Established’  universities (Anon, 2007a) 
‘ESTABLISHED’  UNIVERSITIES  2002-03 (₤000) 
Cardiff University 7,632 
University of Bristol 23,803 
Durham University 32,779 
University of St Andrews 34,531 
London School of Economics 35,843 
Imperial College of London 38,242 
University College London 75,423 
King's College London 83,124 
University of Manchester 94,800 
University of Edinburgh 145,867 
University of Oxford 405,954 
Cambridge University  413,413 
 
Table 7: Endowment income of ‘Modern’ universities (Anon, 2007a) 
‘MODERN’ UNIVERSITIES 2002-03 (₤000 ) 
University of East London 0 
Nottingham Trent University 0 
Oxford Brookes University 0 
Middlesex University 36 
Manchester Metropolitan University 168 
University of Huddersfield 250 
Coventry University 523 
University of Central England 1,100 
Kingston University 1,383 
University of Portsmouth 1,517 
 
2.3. Assessing the Quality and Accessibility of Internet Financial Reporting 
The quality and accessibility of IFR was also analysed. The relevant annual report was 
downloaded from each university (consisting of the consolidated income statement, balance 
sheet and other relevant information relating to performance and financial information). The 
information was analysed against the weaknesses already highlighted – the completeness of 
information and the presence of an audit.  
In addition, the access pathway to the IFR was identified and analysed by clicking and 
counting the number of website pathway links in order to assess the accessibility.  
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3. Research, Findings and Discussions 
This section presents the analysis of the IFR, firstly with respect to the analysis of financial 
statements and secondly the internet reporting in respect of UK universities’ contextual 
factors.  
3.3.1. Quality of IFR – content analysis  
The IASC (1999) study was concerned that profit-oriented organizations may reduce quality 
in IFR disclosures, particularly through summary financial statements. These concerns are 
also relevant to the universities studied. For example, Cambridge University’s IFR differed 
from the hard copy version of the annual report. The introductory information and 
commentary on the performance of the university during the year was missing from the 
internet version, along with the reports of the council and general board, and leaving only the 
2005 financial statement published as IFR. The complete set of accounts in hard copy was 
more comprehensive but would need to be requested from the organization direct. It was 
difficult to ascertain whether the IFRs were presented in a reduced format due to download 
speed (and therefore accessibility) or for some other reason. 
3.3.2. Quality of IFR – audit analysis 
All of the IFR by UK universities in the study was audited. This was contrary to Poon and 
Li’s (2003) study that found profit-oriented organizations’ IFR was unaudited, and Lodhia et 
al’s (2004) research which expressed concerns about the lack of reliability and verifiability 
of IFR. In addition, all universities complied with the HEFCE mandate of an audit sign-off 
no later than 31st December for their 31st July financial accounts. The majority of the 
universities are clients of the Big Four auditing firms; however, the majority of audited 
accounts were not signed-off until December 2005. Nevertheless, this is faster than the 
Companies Act (1985 section 244) requirements for UK non-exempt public listed 
companies, which requires annual audited financial statements to be filed with the registrar 
of UK companies within seven months after the financial year end. It is also faster than the 
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new 6-month requirement which is applicable under the UK Companies Act (2006 section 
442), for all accounting periods beginning on or after 06 April 2008 (Porter, Simon, and 
Hatherly, in press). This apparent delay belies stakeholders’ expectations that IFR would be 
available soon after balance date (Seetharaman et al, 2005b) and reflects a balance between 
timeliness and relevance. Parker (2007) reviews this debate briefly and recognizes the 
prospect for real-time reporting to respond to stakeholders’ information needs.  
3.3.3. Accessibility of IFR – the number of sequential steps  
As noted by Louwers et al. (1998) quality IFR should be readily accessible within two clicks 
of the ‘home’ page. As shown in Table 8, few universities achieved this goal with the most 
common number of sequential steps required to access the 2005 financial statement being 4-
6 clicks. Of the 15 universities taking 4-6 clicks, ten were ‘Established’  universities and five 
were ‘Modern’ universities. The ‘Modern’ universities were more likely to use less 
sequential steps with five ‘Modern’ universities using 2-3 clicks and two ‘Established’  
universities also using this quicker route. There was an observable difference between the 
‘Established’  and ‘Modern’ universities in this respect.  
Table 8: Summary of the number of sequential steps in IFR pathways 
CLICKS ‘ESTABLISHED’  
UNIVERSITY 
‘MODERN’ 
UNIVERSITY 
TOTAL 
2-3 2 5 7 
4-6 10 5 15 
 
3.3.4. Accessibility of IFR –common access pathways 
It has been noted that the access pathway to IFR should be obvious in order to maximize 
communication with stakeholders. As described below and shown in Table 9, the universities 
in this sample used four different pathways – a) service divisions directory, b) Home page 
‘About us’, c) A-Z alphabetical indexation and d) secondary directory service.  
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a) Service divisions directory 
This was the most common access pathway, but it presented a difficult route. As shown in 
Table 8, each of the university service divisions (academic, support and other services) had 
their own pathways. Nine universities used this method, seven ‘Established’ and two 
‘Modern’ universities, indicating a measurable difference between ‘Established’ and 
‘Modern’ universities. 
b) A-Z alphabetical indexation and c) Home page ‘About us’ 
The second most common access pathway to the 2005 financial statements involved “Home 
page ‘About us’” buttons and “A-Z indexation”, These routes were considered easier for 
users, as the directory is cited on the main page, the front page of the university site. Five 
universities offered this option, three ‘Modern’ and two ‘Established’ universities 
respectively. There was little difference between ‘Established’ and ‘Modern’ universities 
using these access pathways. 
d) Secondary directory service 
The least common access pathway, used by three ‘Modern’ universities only, was via the 
secondary directory. It was also the most difficult route for viewers. Table 9 provides a 
summary of the number of steps to IFR from each of the universities’ websites.  
Table 9: Summary of the number of sequential steps in the IFR pathways 
CLICKS ‘ESTABLISHED’  
UNIVERSITY 
‘MODERN’ 
UNIVERSITY 
TOTAL 
Divisions and departments 7 2 9 
Home about us 2 3 5 
A-Z indexation 3 2 5 
Secondary directory 0 3 3 
 
The lack of consistency in the universities’ IFR is of concern, not only because the most 
commonly used access pathway, the division directory, does not provide the easiest route for 
stakeholders, but because of the high number of clicks required to access information, 
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especially to obtain ‘Established’  universities’ IFR. Stakeholders would need considerable 
knowledge and tenacity to be able to access IFR under the division directory pathway 
employed by a greater proportion of ‘Established’ universities.  
With respect to the diversity of IFR locations, this study shows that UK universities 
experience similar problems to those highlighted in profit-oriented organizations by Louwers 
et al. (1998). Also Poon and Li (2003) noted that when IFR is located in close proximity to 
the homepage, it is more likely that the organization places a high priority on availability of 
IFR to stakeholders. It therefore follows that if IFR is buried under a number of access 
pathways, stakeholders may be a low priority to the organization.  
Currently, the designers of university websites appear to expect stakeholders to have 
considerable knowledge of accounting terminology and technical expertise in order to gain 
access to and understand IFR. We therefore conclude that the level of difficulty in accessing 
IFR on many of the UK universities’ websites prevents stakeholders from accessing relevant 
IFR and signals a lack of responsiveness to their needs. Stakeholders may also be reluctant to 
donate to universities if they are unable to access relevant information with ease. 
The practices of universities suggest that they are not showing leadership in this emerging 
area. A regulatory standards framework proposed by the IASC (1999) may be required to 
address the lack of consistency found when undertaking this research, in respect of a lack of 
common access pathways and direct accessibility to IFR. 
4. Conclusion 
The establishment date of a UK university is clearly related to its financial position and 
major income streams. ‘Established’ universities are more likely to be able to become less 
dependent on the government for funding as they receive greater income from both 
endowment income and research contract income than ‘Modern’ universities, although the 
base is small at present.  
In order to draw in these funds, ‘Established’  universities may be more likely to provide 
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high quality financial information to stakeholders in order to attract greater private 
contributors to donate funds. ‘Modern’ universities, with a strong need for privately sourced 
funding, may have an equal or higher need to meet stakeholder satisfaction. However, in this 
study no difference in IFR quality was observed with all universities complying with 
mandatory HEFCE requirements in terms of financial reporting and audit. The delay in 
posting audited IFR does, however, impact the timeliness of information release.  
With respect to the accessibility of IFR, this was tested in terms of the number of sequential 
steps (‘clicks’) and access pathways used. There was a marked variation between 
‘Established’ and ‘Modern’ universities, as ‘Established’ universities were less likely to 
provide accessible IFR. Lack of university leadership in IFR practice supports those (such as 
the IASC, 1999) who call for regulation in IFR. Further study in this area may be able to 
measure whether increased private stakeholder and donor confidence from universities’ IFR 
accountability translates into increased financial independence for universities.  
This research has assessed quality and accessibility of IFR in UK universities. Future 
research could be undertaken to understand the informational needs of different categories of 
private university funders using surveys or interviews. Previously, government funded 
universities may have had little impetus to market themselves through annual reports 
compared to profit-oriented firms, but in the post-NPM reform environment, universities 
would be well served to reassess their priorities in respect of their IFR in order to encourage 
a new generation of donors.  
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